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GENERAL | NFORMATI ON

The Community Rei nvestnment Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institution's record of neeting the credit needs of its
entire community, including | ow and noderate-income nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such exam nation, the
agency nmust prepare a witten evaluation of the institution's record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the Community Rei nvestnment Act (CRA) performance of
The Marat hon Bank, Stephens City, Virginia, prepared by The Federal Reserve Bank of
Ri chnond, the institution’s supervisory agency, as of May 5, 1997. The agency rates
the CRA performance of an institution consistent with the provisions set forth in
Appendi x A of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated Qutstanding.

The bank's loan to deposit ratio is nore than reasonable given the bank's financial
capacity and location. A mpjority of |oans sanpled during the exanination were
extended to residents within the assessnent areas. The institution's |level of |ending
within the assessnment area to borrowers of different incomes denonstrates an

out standi ng | evel of performance. The distribution of |Iending by incone |evel of
geographies in the assessment area neets standards for satisfactory performance.
Because t he geographies in each assessnment area are relatively honogeneous, little
wei ght was placed on this category. |Investnments and services were also considered in
the performance rating. The bank has provided interest-free financing to the |loca
chapter of Habitat for Humanity and mai ntai ns nmenbership with the Warren County
Housi ng Coal ition.



The followi ng table indicates the performance | evel of The Marat hon Bank with respect
to each of the five performance criteria.
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Di stribution of
Loans X

Response to No conpl aints have been received since the prior
Compl ai nts exam nati on.




DESCRI PTI ON OF | NSTI TUTI ON

The Marat hon Bank operates two offices within the City of Wnchester, Virginia, with

anot her branch located in the Town of Front Royal. Additional offices will be opened
in Wnchester, and Wodstock, by the third quarter of 1997. As of March 31, 1997, the
bank had total assets of $49.6 million, 78% of which were |oans. The institution

of fers various |oan and deposit products including residential nortgage, conmercial,
consurmer and agricultural |loans. The loan portfolio as of March 31, 1997 consisted of
38% real estate secured (consumer and business), 32% commercial and agricultural, and
30% consumer. Based on the number of |oans originated in the |last six nonths, |oans
secured by notor vehicles were identified as the principal |oan product offered by the
bank. The institution's previous CRA rating was outstanding.

DESCRI PTI ON OF ASSESSMENT AREAS

The bank has delineated two assessnent areas. Warren County, Virginia, one assessnent
area, is part of the Washington, D. C. Metropolitan Statistical Area (MSA). The
bank's ot her assessnment area is conprised of the City of Wnchester and Frederick
Counties and is not included within an MSA. These areas are located in the northwest
portion of the Commnweal th, approximately 70 niles west of Washington, D. C
According to the 1990 census data, Warren County has a popul ati on of 26,142 and

consi sts of one unpopul ated | owincone census tract and seven noderate-incone census
tracts. The nonmetropolitan assessment area has a popul ation of 67,670 and consists
of ten lowinconme, six middle-income, and ei ght upper-incone census tracts. The ten

| ow-i ncone tracts are unpopul ated

Bot h assessment areas are primarily rural. Enploynent is provided by various smal
manuf acturing firms and agriculture. The major industries include poultry processing,
printing, fruit canning, and manufacturing of autonotive conponents and clothing. The
area's proxinmty to urban comrunities has contributed to steady popul ati on growm h as
many residents conmmute to work in the areas around Washington, D. C. The unenpl oynent
rates for March 1997, in Warren and Frederick Counties and the City of Wnchester were
4.8% 3.5% and 4.9% respectively. The unenploynent rate for the Cormonwealth is 4%
The 1996 nedian-fam |y incomes for nonnetropolitan areas within the Conmonweal t h of
Virginia and the Washington, D. C. MSA are $33, 600 and $68, 300, respectively.

A nmenber of a local housing organization was contacted during the exam nation to
further assist in evaluating the bank's CRA performance. The contact indicated that
addi ti onal affordable housing for |ow and noderate-incone residents of Warren County
was needed.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The average | oan-to-deposit ratio for the previous six quarters is 88% and exceeds
standards for satisfactory performance. The average | oan-to-deposit ratios for
comparabl e institutions located in netropolitan and nonnetropolitan areas of Virginia
and of simlar asset size to The Marathon Bank are 68% and 67% respectively.



LENDI NG I N ASSESSMENT AREA

To determine the institution's volume of lending within the assessnent area, a sanple
of 133 | oans secured by notor vehicles extended during the previous six nmonths was

reviewed. The lending distribution is represented in the follow ng table.
Comparison of Credit Extended Inside and Qutside of Assessnent Areas
I nsi de Assessnent Qut si de Assessnent Tot al
Ar ea Ar ea
Total Number of Loans 102 31 133
Percent age of Total Loans 77% 23% 100%
Total Anmpunt of Loans (000s) $831 $319 $1, 150
Percent age of Total Anount 72% 28% 100%
As illustrated above, a majority of |oans sanpled, in nunber and dollar amount, were
provided to residents of the assessnent area.
LENDI NG TO BORROWERS OF DI FFERENT | NCOVES
The following charts illustrate the distribution of the sanpled | oans secured by notor

vehicles to borrowers of different

incone levels within the assessnent areas. The

data are provided separately for the netropolitan and nonmetropolitan assessment

ar eas.
Distribution of Loans by Incone Level of Borrower - MSA
Low- | ncone Moder at e- M ddl e- Tot al
I ncome I ncone
Total Number of Loans 46 13 1 60
Percent age of Total Loans 77% 22% 1% 100%
Total Ampunt of Loans (000s) $358 $161 $1 $520
Percent age of Total Loans 69% 30% 1% 100%

The vol une of

I ending to | ow and noderate-i

ncome residents (99% substantially
exceeds the proportion of such fanlies 62% (33% | owincome and 29% noder at e-i ncone)
in the nmetropolitan assessnent area.




Distribution of Loans by Incone Level of Borrower - nonMSA
Low- I ncone | Moderate- M ddl e- Upper - Tot al
I ncome I ncome I ncone
Total Number of Loans 13 17 5 7 42
Percent age of Total Loans 31% 40% 12% 17% 100%
Total Anmpunt of Loans (000s) $87 $131 $37 $55 $310
Percent age of Total Loans 28% 42% 12% 18% 100%
For purposes of conparison, the chart bel ow depicts the distribution of
nonmetropol i tan assessment area families according to | ow, nmoderate-, niddle-, and
upper-incone | evels.
Percentage of Families in Assessnent Area by Income Level - nonMSA
Low I nc. Mod. | nc. Md. Inc. Upper Inc. Tot al
% of Popul ation 11% 14% 23% 52% 100%
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Distribution of Loans in Assessnent Area by Incone lLevel of Census Tract - nonMSA

M ddl e- 1 ncone Upper - | ncone Tot al
Total Number of Loans 13 29 42
Percent age of Total Loans 31% 69% 100%
Total Anmpunt of Loans (000s) $111 $199 $310
Percent age of Total Loans 36% 64% 100%

Wthin the nonmetropolitan assessment area, 31% and 69% of the | oans sanpled were
extended in niddle- and upper-inconme geographies, respectively. The percentage of

| ending in mddle- and upper-incone census tracts approxi mates the percentage of the
mar ket popul ation (43% ni ddl e-i ncome and 57% upper-incone) residing in these areas.
G ven the | ocal population residing in geographies of varying incone |levels, the
geographic distribution of the sanpled |oans is considered reasonabl e.

| N\VESTMENTS AND SERVI CES

The institution has developed a relationship with the | ocal chapter of Habitat for
Humanity by recently providing an interest-free construction | oan ($5,000) to the
organi zation and by participating on its Board of Directors. The Marathon Bank is
al so a member of the Warren County Housing Coalition which provides technical and
financi al assistance to |owincome residents of the area.

As a financial service provided to the community, the bank cashes Government checks

free of charge. |In addition, two prograns at area el enmentary school s have been
devel oped. Through these progranms, students are educated about banking and can open
and mai ntain a | ow bal ance savings account. Furthermore, all three branches have

Aut omat ed Tel |l er Machi nes (ATMs) and mmintain Saturday hours. One of these branches
is located in a noderate-incone area

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

The bank is in conpliance with the substantive provisions of the fair Iending and fair
housi ng | aws and regul ations. Technical violations of the Equal Credit Opportunity
Act's Regul ati on B and Honme Mortgage Disclosure Act's Regul ati on C were not ed.
Adequat e policies, procedures, and training prograns have been devel oped to support
nondi scrimnation in | ending activities.



